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Albania Enterprise Development & Export Market Services

EDEM

This Quarterly Report covers the period from 1 October 2004 through 31 December 2004.

EDEM is expected to contribute to USAID/Albania s Economic Growth Strategic Objective,
Growth of Sdlf-Sugtaining Private Enterprises (SO 1.3), and the following Intermediate

Results**

IR # 1 — Competitiveness Capacity of Asssted Enterprises Strengthened;
IR # 2 — Access to Assisted Enterprises to Credit Increased; and
IR # 3 — Competitive Business Environment Improved.

** Please note, the SO and IR swere revised in the fal of 2004 and differ from the SO and IR's
identified in the DAI/EDEM contract.

In addition, EDEM is expected to contribute to USAID/Albania’'s SO # 2.1 — Increased
Involvement of Civil Society in Economic and Political Decison-Making—and itsIR #1 —
Increased Citizen Participation in Public Discussion on Key Government Issues, aswedl as link
with IR # 3.2 — Public Advocacy Againg Corruption Strengthened.

A. ACTIVITY SUMMARY

Activities during this reporting period focused in two major aress.

Highlights

following submission of the EDEM Updated Strategy to USAID, the project has
concentrated its efforts on implementing the trangition from reliance on acluster
gpproach to support development of Albanid s business community to an
gpproach with amore intense firm level assstance involvemen.

ggnificant to the Updated Strategy, EDEM focused on building a database of
those firms to whom EDEM will provide firm levd assstance including:
developing individua business profiles, assessing assstance needs and
developing ‘action plans for the ddivery of assstance.

Key findings of the Kosovo and Macedonia Processed Meat market research were
provided to ten industry firms aswell asto other industry partners at a workshop
held on October 22", Several meat processing companies have taken actions that
will enable them to enter the Kosovo market in 2005.



EDEM initiated direct monthly coordination and technical assstance plamning
mestingswith Land O’ Lakes and ADAMA in October. In November and
December, these meetings led to developing joint action plans to address the
needs of individud client meet processng companies. Initid joint EDEM and

L SC viditsto the meet processing clients were conducted in December. Two
EDEM mest processing clients were referred and have initiated discussonswith
LSC for ther involvement in the Sed of Quality program.

Asaresult of EDEM interventions, three mest processing companies have
expanded thar efforts and significantly increased their sdesin loca markets.

In October, the findings from two globa market research efforts on organic, vaue
added and certified quaity herbs and spice products were presented to
representatives from 12 herbs/spices exporting companies. Application of the
findings has lead to severd excdlent leads for sdes opportunities to be pursed in
2005.

In collaboration with SBCA, World Learning and GTZ, a study/market tour
involving nine herly/spice companies was programmed to take place in Germany
in February 2005.

Based on support efforts provided by EDEM, herbs/spice companies earmarked
over 12 million lek for the purchase of new equipment that will alow them to
sgnificantly upgrade the qudity of their product enabling them to better satisfy
international market demands.

Subsequent to their Albanian tour, five internationd journaists produced articles
which reached nationd leve audiencesin Itay, Germany and Bosnia-
Herzegovina, aswell as an English speaking audience throughout Southeast
Europe via the Southeast European Times, as, aswedl as over 150,000 travel
trade professiona s through the Eturbo News email newdetter.

As part of the Specidty Tourism Cluster’ s “Greetings from Albania’ postcard
campaign 350 postcards were received from over 300 students from 10
communities around Albania. The campaign was supported by “Trend”
meagazine, which interviewed the winners and featured the postcards in the
megazine. The winners appeared on anationa television program.
Shajiperiacom created a specid section on their webdite for dl of the postcards:
http://www.shai peria.com/edemal/gallery/albumO1.

Asaresult of their participation in the 2" Travel Night, severa exhibitors
reported at least 10 new business contacts both from other exhibitors as well as
from fair attendees, which have trandated into numerous inquiries after Travel
Night. Actual business resulted within aweek for at least three exhibitors,
induding one from Shkodra, who booked $1,000 in tours and used that money to
invest in anew boat to expand his business.



An internship program was launched at a press conference on World Tourism
Day. During the past Quarter, at least Sx tourism cluster members offered
internships to students from the Univerdty of Tirana.

A fird ever comprehensive database was prepared for the Leather Goods industry.
Data collection took place during November and December. By the end of
December, the sector database included comprehensive data on 43 companies (30
shoe producers and 13 leather processors).

EDEM initiated atraining program in business leadership for industry leaders and
business service provider leeders. From the initid effort, seven individuds have
received training of trainers coaching and are now cgpable of providing the
management leadership training to businesses throughout the country. The firgt
‘paid-for’ training effort is scheduled to take place in February 2005.

Responding to two separate needs identified by many businesses for information
on how to ded with banks and how to effectively develop promotional
campaigns, EDEM conducted two Banking & Communication workshopsin
Vloraand Korca attracting over 60 participants.

EDEM and its subcontractor IDRA have restructured the project’ s approach to
addressing business environment issues. The new gpproach reduces the number
of on-gte EDEM gaff by two postions and will rely on IDRA to produce defined
anayses of business environment issues as per the Year 2 work plan.

Thefirg issue of EDEM Newdetter reporting on the activities that EDEM is
involved withwas produced and published in December. Five hundred copies
were delivered dectronicaly and via hard copy to the Albanian business
community, members of EDEM supported indudtries, donor projectsin the field
of development, BSP's, and the public.

Collaboration

Central to EDEM’ s support of Albanid s SME community is building off and leveraging the
assistance efforts of other USAID funded projects, other donor organizations, NGO's, aswell as
the programs of government agencies. EDEM has continued to foster strong rel ationships with
the donor community so that appropriate resources can be marshaed to address the business
community’s priority needs. During this past Quarter, EDEM continued to meet on aregular
basis with key assstance providers such as the Smal Business Credit and Assistance Project,
World Learning, ACIT, Land O’ Lakes, GTZ, and IFC-SEED. These discussions were held to
investigate and implement opportunities for the various programs to work together, to update the
others on latest EDEM developments, and to kegp EDEM informed regarding the capability of
the different programs to assst the industries/businesses that EDEM is asssting in addressing
their issues and obstacles.



EDEM'’s Contribution to USAID/Albania’ s Strategic Objective 1.3

The following table will be included in dl future EDEM Quarterly, Semi-annud and Annud
reports. The design isintended to give USAID and other report readers, aquick overview of
EDEM'’s progress in supporting USAID/Albania s Strategic Objective 1.3. Beginning with
Quarter 2 of Year 2, the table will be updated on a Quarterly basis.

(Vaduesarein millions of leke.)

Indicator Baseline| Actual Quarter X Target Target Life
2003 through Year 2 Year 2 Year 3 of
9/30/04 (2005) (2006) Proj ect
S.0. 1 Number of self-sustaining
private enterprises benefiting directly
from USAID assistance. NA 37 25 25 87
S.0. 2 Number of private enterprises
benefiting indirectly from USAID
assi stance. NA 422 238 282 942
S.0. 3Value (in Leke) of sales of
Al banian products and servicesin
domestic marketsby USAID-assisted |17818  [2,125.2 2,771.0 3,220.0 8,116.2
enterprises.
S.O. 4 Value (in Leke) of target
/A lbanian products and services
exported by USAID-assi sted 110.6 219.9 405.0 725.0 1,349.9
enterprises.
I.R. 1.1 Number of assisted enterprises
with increased productivity and/or
improved quality of products or
services. NA 18 17 17 52
I.R. 1.2 Number of assisted enterprises
that implement a marketing strategy for
their products and/or services. NA 10 13 15 33
I.R. 2.1 Number of loansto assisted
enterprises from commercial banks. NA 4 12 8 24
I.R. 2.2 Number of loansto assisted
enterprises from non-bank sources. NA 12 8 9 29
|.R. 2.3 Vdueof loans to assisted
enterprises from commercial banks. NA 34.5 66.0 44.5 145.0
I.R. 2.4 Value of loans to assisted
enterprises from non-bank sources. NA 43.6 30.9 26.3 101.0
Employment Opportunities
Indicator Baseline Actual Quarter X Target Target Lifeof
2003 through Year 2 2005 2006 Proj ect
9/30/04
Number of Employees- F 635 F 158 F 327 F 350 F 1470
assisted enterprises- M 422 M 101 M 247 M 260 M 1030
F-femde, M- male, T 1057 T 259 T 574 T610 T 2500
T-total




B. BUSINESSASSISTANCE ACTIVITIES

Meat Processing

During this Quarter, EDEM focused its activitiesin this sector on shifting its emphasis from
industry-wide activities to working more intensay with firms a the individua company level.
While EDEM continued to support the industry by providing generdized information and
assigance, it began to increase efforts to strengthen the capabilities of individud firmswith
sgnificant potentid to expand their markets. Efforts concentrated on three main activity arees.

providing market information and marketing assstance to the industry and to
individud firms;

supporting efforts to increase export potentia by adoption of food safety and
quaity standards; and

creation of a coordinated process with the Land O’ Lakes Livestock Service
Centers project to ddiver synergistic assstance to Albania s meat processing
companies.

Kosovo and Macedonia Market Research

Key findings of the Kosovo and Macedonia Processed Meat Market research were shared with
processed mesat industry stakeholders at aduster meeting held on October 22", Ten leading
meet processing companies attended this meeting. Representatives of numerous stake holding
organizations such as the industry associations ADAMA and AMPA, banks, government
agencies, and donor projects such asLand o' Lakes, UNDP, IFC-SEED, UNDP-Trade
Liberdization Project also participated.

EDEM presented thorough information on Kosovo and Macedonia wholesale and retail markets,
digribution channels, prices and products, characteristics of mgjor competitors, payment
arrangements and consumer preferences. Presentations were illustrated with product samples

and photos taken during the research. Information on the regulatory environment for exporting
into Kosovo and Macedonia, such as customs practices and certifications needed, were dso
presented. Comprehensve information on the ways that companies can benefit from the Free
Trade Agreements with Kosovo and Macedoniawas presented. A representative from the Tirana
Municipdity Veterinary Ingpection introduced the export certification procedures and services to
exporters offered by the Albanian veterinarian services.

The EDEM report dso noted the changing pattern of the retail market, which involves amuch
increasng role for large scale supermarkets as opposed to the current mode of numerous mini-
markets. Thistrend is very strong in the Kosovo and Macedonia markets, as well as esewhere
intheregion. A copy of the market research report was shared with al industry stakeholders
induding those unable to attend the cluster meeting. In addition, key messages from the research
and the meeting discussion were broadcast by Albanian business and news outlets, who attended
the mesting.



Subsequent to the presentation, EDEM assisted three companies develop action plans that
addressed: product quality improvements required for the companies to teke advantage of
identified market opportunities; the creation of promotion campaignsto alow the companiesto
enter the Kosovo and Macedonia markets n 2005; and the process for obtaining relevant food
safety and regulatory certifications. EDEM will closaly monitor the progress of the company
action plans and continue to provide follow-up support as the companies proceed to develop
outlets in these markets.

Firm Levd Assgtance

As part of its shift to providing an increased amount of firm level assstance, EDEM developed
detailed business profiles for individual meet processing companies that show the greatest
potential to expand their operations and market capabilities. In coordination with Land O’ Lakes,
four companies (Tona-Korca, Meat Master-Shkodra, Bardhi- Tirana, and Pienvis-Kucova) were

selected as priority companies to receive technica assistance based on their potential for
domestic and export market development. These firmswill receive the main attention from
EDEM, dthough other firmswill be supported on gppropriate. Linked with the profiling
process, a concrete action plan is being developed for each for each firm identifying needed
assgtance support activities.

Following the company’ s action plans and requests for technical assstance, EDEM provided
direct individua assstance to Tona Co., Bardhi and Rozafa K aci- Shkodra during the past

Quarter.

Company Technical Assistance Provided Result

Tona CO. - improving marketing and - increased sdesin the Tirana
digtribution in the Tirana market; market by 10% in Q4 2004;

- supporting an open hiring process - public ad for hiring marketing
for a Tirana- based marketing manager;
manager; - new production line for

- customized market research and canned meat introduced -
market linkage services for minimum of nine additiond
canned mest in Tirang; employees hired;

- research of the Tirana canned
meet market completed;

RozafaKaci - produced dl the promotion - salesincreased by 5% asa
material and exhibition stand for direct result of the
the ADAMA Sedl of Qudlity presentation at the fair;
trede fair;

Bardhi - organized an aggressve - edablished dlianceswith
marketing and promotiona three retail operationsin
campaign as part of the Durres Durres, assuring a continuing
trade fair; presence in the market;

- developed marketing Strategy to
attract new distributors and
retalers,




Promoting Qudlity and Safety Standards

Critica to expangion of Albania's meet processing indudtry is its cgpability to adhere to
internationa food quality and safety standards, sgnificantly HACCP and ISO. During the
Quarter, EDEM supported the organization of three seminars and training events devoted to
increasing the awareness of the need for food quality and safety standards as well asthe
processes required to be followed to obtain the certifications.

- In November, EDEM assisted the Albanian business service provider Qudity
Indtitute and it’s Dutch partners ECAS BV and Q-Point BV in organizing a
seminar on quaity and food safety systems (HACCP and 1SO). The seminar also
touched upon the certification in the agro and food sector in Albania

- In December, EDEM supported SBCA and GTZ in conducting conferences on
launching Quaity Management Concepts in Korcaand Shkodra. Severa
processed mest cluster members participated and directly benefited from these
conferences.

- In December, EDEM closdly cooperated with the IFC funded SEED Program in
organizing aworkshop for the mest, fish and juice processing companies on
qudity certification according to International/European Standards - basic
requirements for exporting to the EU and other international markets.

One Albanian meat processing company is aready working on meeting the SO and HACCP

Sandardization and safety requirement and two other companies have shown interest in making
the cong derable investment necessary to get certified in 2005.

Collaboration with Land O’ Lakes

To leverage the results of the efforts of the Livestock Service Centers Project (LSC), EDEM
initiated direct monthly coordination and TA planning meetings with Land O’ Lakes and
ADAMA dg&ff in October. In November and December, these meetings led to developing joint
action plans to address the needs of individua client meat processing companies - Meat Master,
Tona Co., Bardhi, and Fienvis. Marketing Action Plans were developed by three mesat
processing companies and the development of quality standardization action plansisin process.
The Marketing Action Plans contain activities linked to improvement in loca ditribution,
developing promotiond materids and programs, marketing saff training, and entering new
domestic markets.

Initid joint EDEM and LSC vigts to the meat processing clients were conducted in December.
Further complementary positioning of the assistance offered by both projects to avoid
duplication and increase efficiency isin place. Two EDEM meat processing clients were
referred and have initiated discussons with LSC for their involvement in the Sedl of Quality
program. Monthly coordination meetings between EDEM and LSC dtaff are scheduled. Taking
in account the specific core competencies of each project, EDEM will concentrate on the
marketing and LSC will concentrate on production ass stance needs.



Herbs and Spices

The late fdl and early winter months are a Sgnificant period for Albanid s herb and spice

industry as the season’s harvesting is comes to a close and indudtry activities trangtion to
processing and marketing - critica activities necessary for the indudtry to continueits efforts to
regain itslogt prominence. During the Quarter, EDEM held frequent megtings with industry
members and relevant stake holdersin Tirana and throughout Albania (including mestingsin
Tepelene, Mades e Madhe, Polican, Skrapar, Rrogozhina, Shkodra, and Koplik) in support of the
industry’s efforts to address and resolve various operationd and marketing issues faced by the
industry and to dlow the industry meet the chalenges of today’s market.

Key activities during the Quarter focused on:
providing market information and marketing ass stance to the industry and to
individud firms, and
providing assstance to upgrade operationa technology and practices, and

supporting efforts to increase export potentia by adoption of internationd quaity
standards.

Globa Market Research

In October, with support from an international STTA, Peter Furth, the findings and
recommendations from two globa market opportunities research efforts on organic, value added
and certified qudity herb and spice products were presented to the industry. Representatives
from 12 herbs and spices exporting companies, aswell asfrom the Albanian Export Promotion
Agency, the Agency for Promotion of Foreign Investment, business service providers, donors
and donor activitiesincluding USAID, SBCA, UNDP, and World Learning participated in the
presentation. Extracts of the market research were made available to dl meeting participants as
well asindustry members not able to attend the workshop.

Follow-up meetings were conducted with industry membersinterested in new product
development, expanding their markets, and developing marketing strategies that would alow
them to address opportunities identified by the research. EDEM assisted Gurra Shpk. -
Tepelene, Xherdo Shpk. - Skrapar, Erba Shpk. — Koplik, and Tealb Shpk. - Tiranain preparing
and initigting implement of marketing action plans that will alow them to take advantage of the
opportunities presented.

Generd Support Provided to the H/S Industry

EDEM continued to provide marketing, production/processing and quality improvement
information and assistance to both cluster companies and cluster stake holders. The god of these
activitiesisto strengthen the capability of the industry as awhole and increase information flow
between/among various steke holders and their partners.
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0 Increased interest expressed by the companies for exploring the opportunitiesin
the organic market was supported by providing the companies with contact
information for internationd certifying companies.

0 Theneed for adoption of new, more productive processing and packaging
technol ogies was addressed by developing and delivering information onregiond
and internationa equipment producing companies (cleaning, grinding and
packaging equipment).

0 The Albanian Chamber of Commerce and Industry (ACCI) was mobilized to
assis Albanian herb and spice businesses with information on interested foreign
buyers.

0 EDEM shared detailed information and coordinated efforts with The Albanian
Export Promotion Agency and the EU-UNDP Trade Liberdlization and Promotion
Project. Thisnew resource is expected to bendfit at least two herbs and spices
processing and exporting companies.

0 EDEM and ALBIC/IDRA proposed developing web pages for severd herb and
spice businesses 0 they could avall themsdlves of this important marketing tool.
Developing an Internet presence for the companieswill take place in the next
Quarter.

o0 EDEM supported the US Forestry Service assessment team during their effort to
develop a comprehensive picture on the Albanian herb and spice industry
chalenges and issues that affect the environment. EDEM provided locd staff and
an international STTA, Maureen DeCoursey, to the USFS effort along with
arranging company mestings and field vists.

0 EDEM provided the Regiond Development Agency of Berat with updated
information on domestic herbs and spicesto assist the loca herbs gatherers
associations expand their client base and sdes.

0 TheUSAID GIS team, with support from EDEM, produced a map depicting the
harvesting potential of fifteen magor herb and spice species for selected areas
within Albania The map will be digtributed to al industry businesses and other
interested parties.

EDEM worked closdy with SBCA, World Learning, GTZ, and USAID in designing a study tour
for Albanian herbs and spices industry members to Germany, a market with great potentia for
Albanian companies. No less then eight Albanian herbs and spices exporting companieswill
participate in a cost shared study tour to Germany in January 2005. The study tour, organized by
World Learning with advice from EDEM, will coincide with the Green Week Trade Fair in
Berlin. The tour will offer an opportunity for participating companies to both expand their
knowledge on the marketing and operationd side of their businesses, and will dso serveasa
venue for creating new trade links that will lead to increased sdes. In preparation for the sudy
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tour, EDEM has provided continuous support to the participating companies in developing their
promotiond materids and preparing them for presentations at one-on-one mestings.

FrmLevd Assgance

EDEM continued the development of individual company profiles for key businesses, to be
targeted with direct technical assstance. EDEM Project will continue vigting other herb and
Spice companies, and prepare corresponding company profiles, and for those interested in
recalving EDEM’ s assistance in the future, follow up work will be dore.

A part of offering trainings, information presentation and seminars on the cluster leve, over the
quarter EDEM concentrated on offering individua technica assistance on company level.
Individua action and intervention plans were agreed with the client companies and their
implementation started.

Company | Town Technical Assistance Provided Result

Gurra Tepelene - conducted internet search and - dient committed
identification of leads for 6,720,000 L eke for
purchasing herbs cutting and purchasing processing
cleaning equipment; equipment and

- conducted individud training on implementing new
ASTA standards, cleaning technology
- assged thedlient in delivering client successful
samplesto potentid US fulfilled 2004 export
customer; contract;
Potentia collaboration
with new US
customers,

Xherdo Skrapar - assgance in etablishing adirect expected increasein
contact with alarge essentia exports of sage
multinationd oil buyer with essentid oil over the
estimated purchasing potentia of 2005 season;

400 metric tons of sage ail samples sent to

annudly; interested buyer for
- assgancein ddivering andyss

Rosemary oil samplesto a

potential buyer in the US

Erba Koplik - conducted internet search and client initiated process
identification of leeds for for purchasing sage
purchasing herbs cutting and cleaning equipment
cleaning equipment; with 24,000,000 Leke

vaue

Tedb Tirana - assged in selecting appropriate - client earmarked
sources for packaging technology 1,600,000 Leketo
and materids; purchase new grinding

- assged in developing new equipment to increase
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product design satisfying regiond product quaity and
market |abdling requirements; reduce floor |osses;

- developed new promotiond - negotiations with new
meaterid and supported product packaging materid
divergfication; supplier and new

product packaging
design started.

Hodaj Rrogozhina | - asssted in new product - severd new products

development. developed targeted
towards the tourist
market.

Dorena Polican - assigted in establishing direct - during the 2005 season
purchasing of bay leaves for further adirect supply of bay
processing — oil extraction. Contact leavesvalued at 4 to
established with National Park of 5,000,000 Lekeis
Butrint. expected.

Rozafa Shkodra - provided gtart-up - forward integration
recommendations for entering sage from second level
and other hs processing including gatherer to value added
recommendations for fadility processor of sagein
recongtruction and equipment 2005;.
purchasing;

Promoting Qudlity and Safety Standards Adoption

In November, EDEM supported the Albanian business service provider Qudlity Inditute and it's
Dutch partners ECAS BV and Q-Point BV in organizing a seminar on qudity and food safety
systems (HACCP and 1SO). Three Albanian herbs and spices exporting companies took part in
this seminar and were introduced to the basics of the presented quality and food safety systems.

Specialty Tourism

Marketing and Promotion

Media:

1) After the mediatour that was organized the end of September, we followed-up with the
five journdists from the tour to obtain copies of their articles about travel in Albania. Al
fivejourndigts produced at least one article, which reached nationd level audiencesin
Italy, Germany and Bosnia- Herzegovina, as well as an Engligh speaking audience
throughout Southeast Europe via the Southeast European Times, as well as over 150,000
travel trade professondss through the Eturbo News email newdetter. Theloca journaist
who accompanied the group aso broadcast areport for BBC.
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2)

1)

2)

1

1

2)

Copies of some of the articles were distributed online to the Albanian tourism industry
through the yahoo user group Turizmi Shaiptar.

Greetings from Albania Campaign

350 postcards were received from 10 destinations around Albania. The“ Gregtings from
Albania’ postcard campaign was supported by ‘ Trendi” magazine and the winners
gppeared on anationa televison program. “Trendi” featured winning postcardsin the
meagazine and conducted interviews with the winning students.  Shajiperia.com created a
gpecid section on their website for al of the postcards:
http:/Avww.shaiperia.com/edemal/gal lery/album01

EDEM provided three winning postcard artists with digitd camerasin anaiondly
televised ceremony and awarded four consolation prizes.

Brochure stand

Upon arriva a Albania s only internationd arport, there is no tourism information made
availableto vigtors. Tofill thisgap, EDEM aranged for a brochure stand. A wooden
stand was donated to EDEM by a furniture manufacturer and 25 tourism businesses
provided brochures and leaflets about their businesses. A meeting with the new arport
authorities, Tirana Airport Partners, was expected in the first quarter of 2005 to
coordinate on the placement and management of the stand.

Participation in trade fairs

1) During the Quarter, EDEM provided World Learning with a proposal to sponsor a
group of tourism cluster membersfor avidt to the ITB Touism Fair in Berlin, March
11-15. The proposa was accepted and the final selection process begun. The focus
will be on generating new sdles and marketing leads for the participants, aswell as
other tourism businessesin Albania

2) Although tourism consutant, Scott Wayne, was not on assignment for the project at
the World Travel Market in London, he met with 15 tourism technology companies
for the project. He then compiled areport summarizing some of the latest travel
technologies, which was then digtributed to cluster members and the yahoo user

group.
Trave Night follow-up

In September, a second Travel Night was held a the Rogner Hotel with 34 companies
and organizations exhibiting, atracting over 200 visitors.

In this past Quarter, severd exhibitors reported at least 10 new business contacts both
among themsdves and the vistors. The contacts trandated into numerous inquiries after
Travel Night for many businesses. Actua business resulted within aweek for a least
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1

three exhibitors, including one from Shkodra, who booked $1,000 in tours and used that
money to invest in anew boat to expand his busness.

Product development workshop

Product development was offered before and after WTD by EDEM and the consultant on
afirmlevd bassand in ahdf-day workshop. The workshop was attended by 13
participants, including five travel agencies and three hotels. The participants divided into
two groups and developed four new itineraries targeted at youth and senior markets.

The following additiond related ongoing activities were pursued:

a creation of adatabase of existing and potential Sites of tourism interest to support
efforts to develop new products;

b identification of potentid marketsfor specidty travel both in terms of geographic
origin and/or pecid interest and matching Albanian tourism suppliers, with

identified nationd and internationa markets, and

Cc expanson of the Turizmi Shaiptar website as a source of professond informeation
for the tourism industry, creating aporta for Albanian tourism with links to other
dtes both domestic and internationd.

Regiona cooperation and joint efforts are being pursued

1) Establish cooperation with the Macedonian tourism cluster membersin
collaboration with USAID’ s Macedonia Competitiveness Activity. Cooperation will be
focused on:
0 development of cross-border tours and events (e.g. tours covering both the
Macedonian and Albanian parts of Lake Ohrid);
0 joint efforts regarding marketing the region’ s tourist atractions,
o familiarizationtrips by tour operators and journdists, and
0 Expand regiona cooperation to encompass USAID funded regiond projects with
atourism focus (e.g. Montenegro, Bosnia & Herzegovina, Serbia, Romania).

Education and Training

1

2)

An internship program was launched at a press conference on World Tourism Day.
During the past Quarter, at least Sx tourism cluster members offered internships to
sudents from the University of Tirana. The list was circulated to both the University and
other cluster members for additiond possible offers. A pardld effort isbeing assged in
Shkodra through aloca Peace Corps volunteer in cooperation with the University.

Leadership training was provided by TRG for four tourism professonds.
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Government and Policy

1) The EDEM team met with loca government officids from a least 10 bashkiawho were
ether interested in or respongible for loca tourism development. These included: Tirana,
Shkodra, Durres, Kruje, Berat, Gjiorkastra, Pogradec, Korca, Sarandaand Vlora. In
response, mog of the bashkia participated in at least one tourism cluster workshop or
event. In 2005, we plan to continue the town hall and media outreach, aswell as
additiona product development and market linkage efforts in cooperation with both
PCVs and bashkia officids

2) At theend of the 3" Quarter, Government and the Tourism Cluster Advisory Group
conducted a Roundtable on WTD to launch the public-private sector process described in
the Nationa Tourism Strategy. A follow-up report was issued and distributed to cluster
members.

L eather Goods/Shoe Production

ACIT, with EDEM’s assstance, organized the |leather goods/shoe production industry in
September. This past Quarter of supporting the industry has focused efforts mainly on
identifying problems and potentias, as well asthe types of assistance needed by theindustry in
order for it to regain and maintain its prominence in contributing to Albania s economy. In
addition to providing industry wide support, future efforts so provide extensive firm leve
assistance.

In generd, ACIT will operate a the cluster/industry wide level, while EEM will take the lead on
providing firm level support. While this split identifies the foca points of each organization’s
support, in practice, EDEM will support the ACIT cluster work and ACIT will assst EDEM in
providing firm level support.

The mgor activities during the past Quarter include:

1. Assessment of the Leather Goods I ndustry Potential

During October, an EDEM supplied STTA, James Parchman, in close cooperation with ACIT
and EDEM, developed an assessment of the leather goods industry by visiting companies and
relevant ingtitutions and by consulting previous ACIT industry related documents. Twenty-Sx
companies (shoe producers and leather processors), were visited, where:

the competitiveness concepts and the purpose of EDEM were introduced;
basic data on companies was gathered;
problems and areas of concerns were identified; and

afirg draft of the recommended work plan to be implemented by ACIT and EDEM was
prepared.
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For more detail of the industry assessment, please see the STTA report previoudy filed with
USAID/Albania

2. Assessment of Albanid s Tannery

In early December, another EDEM supplied STTA, Augusto Zink, working with ACIT and
EDEM developed an assessment of the tanneries and leather processing activitiesin Albania. In
developing the assessment, the mgor tanneries currently operating in Albaniawere visted and
the following discussons took place:

modern clean technology and environmental concepts were introduced to companies,
an assessment of pitfalsin environmental and production technology aspects was
presented to companies,

alinkage with current and future environmental legidation requirements was discussed;
and

conaulting to individud firms that expressed interest in the above- mentioned concepts
was provided by the STTA.

Upon completion of the STTA’ s assgnment and following areview by of hisfindings by ACIT,
EDEM and USAID, adecison to not support activity with the tanning industry was meade after
considering environmental, economic and other sector issues.

For more detail of the industry assessment, please see the STTA report previoudy filed with
USAID/Albania

3. Database Devel opment

Sgnificant to supporting the leather goods industry, is a thorough understanding of the
companiesthat currently operate in the sector. A first sep in developing this understanding was
cregtion of a comprehengve database. Data collection took place during November and
December. By the end of December, the sector database included comprehensive data on 43
companies (30 shoe producers and 13 leather processors). Information included in the data base
shows that about 7,200 individuds are employed by 30 shoe producers; atota of 1.26 million
shoe units (units include uppers and finished shoes) are produced each year, of which 2.6% are
destined for the domestic market and 97.4% for the export market. (These percentages were
used in conjunction with export vaues reported by customs to caculate production vaue in this
sector for 2004 and will form basdine information for the ACIT PMP targets.)

The complete database is available for review a the ACIT offices.

4. Policy |ssues Workshops

On November 19", ACIT conducted aworkshop to apprise companies of how best to work with
Albanian customs and how to apply best practice procedures when working with customs

offices. Sx leather goods companies, aherbs & spices company and egg production company
participated. The workshop presented and discussed the current legd framework on customs
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procedures (customs valuation, warehousing, trangt, appeding) and provided recommended best
practicesin improving the current procedures, as afollow up to the FIAS report.

Two workshops on New Free Trade Agreement between Albania and EU took place on
November 25™ in Tirana and on December 2"in Viora. Three shoe companies and 13
companies from in other sectors (including EDEM asssted indudtries) participated. Materia
presented and discussed at the workshop included:

informetion on the free trade policy, history and benefits of exporting to the with EU;
new developments as foreseen in the SAA, including information on industrid and agro-
industrid products; and

introduction of the challenges and opportunities that rise for Albanian businesses with in
conducting business with EU companies under the FTA.

A dgnificant impediment to developing of the leather goods industry is the lack of qudlified

design and production staff. A meeting between four lesther goods firms and the Directorate of
Professiona Education in the Ministry of Labor took place on December 9. The purpose of the
mesting was to discuss ways to address the training needs and to look for ways to increase the
supply of professondly trained gaff. The meeting succeeded the companies and government
representative agreeing to collaborate in providing training services for employeesin this sector.
The Directorate distributed a draft verson of curriculato the companies and asked for their
feedback in order to make sure the curricula addressed industry needs.

On December 9", three leather processors participated in a session on clean technologies and
environmentd implications of the tanning industry conducted by the STTA tanning expert.
Topics presented and discussed at the meeting included:

making the companies aware on the importance of clean technologies and lega

chdlenges rdating to environmenta concerns affecting their industry; and

materids were diributed and explained on UNIDO on clean technologies practices.
Detailed reports on each workshop are available from the ACIT office.

5. Publication and Information Disseminetion

Thirty saven leather goods companies recelved a complete file with information materials on
ACIT and EDEM. The materials were sent out on December 22", Thefile contained: ACIT
Customs Procedure Study; materias on Free Trade with EU for industrid products; draft
program of curricula on professiond education accompanied by arequest for their feedback;
EDEM newdetter; materials on clean technologies and environmenta norms; and a
guestionnaire to identify business ass stance needs.

6. Training

A leadership training held by EDEM from 11-14 October was attended by one of the leading
leather goods company involved in shoe production.
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Two shoe producing companies participated in atraining on banking and communications held
by EDEM in Korca on December 23.

7. Upcoming Activities

During the next Quarter, following up on the work done so far and based on the needs of the
industry, the work plan for leather goods industry will indude the following activities:

promotion of the industry database through: publication of a brochure describing
investment and production opportunitiesin Albania; ACIT website and other online
portds; meetings/contacting with government stakeholders (ANE, ANIH, Minigtry of
Industry, and Trade Attachesin Albanian embasses));

creation of ashoe industry portd within the ACIT website and contacting shoe producers
inthe EU;

continued development of the professond educeation effort with the Ministry of Labor;
firm-level assstance with individua companies

mesting with groups of companies on addressing marketing needs,

seminar on non-tariff barriers

additiond workshops on Free Trade with EU in three more cities,

company participation in EDEM training activities;, and

additiond efforts that arise during contacts with the businesses.

C. SME DEVELOPMENT
(Principle EDEM SME activities not addressed elsawhere)

1. Leadership Training for sdected BSPs

Responding to a need expressed by many businesses, EDEM initiated atraining program in
business leadership for industry leaders and business service provider leeders. Effective
leadership iswiddly recognized as key to the success of businesses and their ability to become
and remain competitive in the ever chalenging market place. To supply this much needed
knowledge and skill, EDEM developed a Leadership Training pilot mode.

EDEM began the program with a four day demongration in October of the LTM givento 12
representatives from local business service providers (BSPs), owners/managers from EDEM
cluster member firms, and individua management consultants. From this group seven persons
were invited to attend an intensive training course in December on how to deliver the LTM
course to company management team members and to be qudified as members of a Leadership
Training Team. This Training Team will be a resource to conduct on-going leadership seminars
for Albanian business managers throughout the country. Two of the participants are dready
implementing the training module in their job and at training indtitutions.
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In conjunction with the leadership training, a sesson on the vaue of properly applied ‘feedback’
was provided to EDEM gaff in November. Topics covered during this sesson included giving
effective performance feedback and how best to receive feedback.

2. BSP Company Profiles

EDEM garted preparing company Profiles for the Business Service Providers that are
cooperating with the project. To date four company profiles have been completed - CIVET,
EPTA, RDA, and Qudity & Standards Association. During the next Quarter the process will
continue and be expanded to include BSPs from throughout the country.

3. Banking and Communication Workshops

Responding to two separate needs identified by many businesses for information on how to dedl
with banks and how to effectively develop promotiona campaigns, EDEM developed a Banking
& Communication workshop modd. Beginning in November, workshops have been held around
the country with the first onestaking placein Vlora, and Korca. The aim of these workshops is
to give an overview of SME lending inditutions, services that they are offering, bank

requirements for SME lending, including documentation, and to provide an introduction on
communication issues, how to build a PR office, and the importance, advertisng, media. In
addition, the workshops are va uable tools to introduce the EDEM project in the regions of the
country outsde the immediate Tiranaarea.

In the first workshop covering the Vloraregion, 17 individuas from the touriam industry, mesat
companies, banks and other ingtitutions working in the region participated in the discussons. In
thisworkshop a specidist from BKT was invited to discuss issues related with banking,
documents needed from the bank, terms and conditions.  In the Korca workshop, 45 participants
from tourism, meet, leather and shoes industry, representatives from prefecture, municipdity,
RDA, chamber of commerce, banks, and micro credit indtitutions took part.

These workshops will be continued in other regions during the next Quarter.

4. SME asssing cluser members

EDEM assisted EPTA (Education and Promotion of Tourism in Albania) to get finance from
Soros Project on providing training courses in tourism industry.  The project amount is 7,000
USD, while the total budget is 13,000 USD.

5. Asdganceto “Target of Opportunity” Companies

Based on the revised strategy of the project opening for the opportunity to assst companies
outside of the four defined clusters, EDEM has sarted the process of identifying candidates for
such assistance.

Targets of Opportunities are firms that provided with an gppropriate level of assistance have the
potentia to Sgnificantly expand their operations, sales and employment within ashort time
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frame. These Targets of Opportunity are being identified with the help of the SBCA, RDAs and
other organizations working with the SMIE community around the country.

Examples of “target of opportunity” companies, to which EDEM is congdering providing
assstance include:

Posaidon, Lezha. This fish processing company is currently amagor processor and
exporter of anchovies, primarily to the Itaian market. The company management has
requested EDEM’ s assistance to develop atota system for processing of sardinesfor sde
in domegtic and internationa markets. Prior to the fal of communism, fishing and
processing of sardines was amgjor industry in Albania. Currently, there are no indudtrid
production facilities for the processing of sardines, and the small quantities fished are
only intended for sde to consumersin the fresh fish markets. The assistance will be
focused on the reactivation of the fleet of sardine fishing boats, financing and acquigtion
of equipment both for the fishing boats and the Posaidon processing plant in Lezha,
production and aso marketing of the canned sardines in the domestic and internationa
markets.

“Vila® Kompleks Bio Indudtrid, Mdiqg, Korce. The owner of this company, which is
located in an economicaly distressed area with high unemployment, has privatized and
converted aformer state-owned anima husbandry complex to one of the largest facilities
for the production of mushroomsin the Bakan region. All preparations have been made
to start mushroom production. EDEM has been requested to provide assistance in
developing and implementing the marketing strategy for entry to both domestic and
international markets, building an organization structure and hiring the key management
gaff and to implement the process of adherence to EU rules and HACCP standards.

D. BUSINESSENVIRONEMNT

At theend of Year 1, EDEM reviewed its approach to addressing business environment issues
affecting the business community and recommended to USAID arevised approach. Becausethe
issues are S0 varied and required an array of knowledge and skill sets, EDEM adjusted its
approach to rely on one of its subcontractors, IDRA rather than employing individud saff

people. IDRA has abroad background in dealing with business environment issues and can cdl
upon awide spectrum of experts to tackle the diverse business environment issues. Asaresult of
this shift in gpproach, the EDEM business environment program was designed based on
deliverables rather than on gtaff, and two of EDEM gaff positions have been vacated. This
revised gpproach wasinitiated in November.

Activities during this past Quarter included:

1. Anti Corruption Activities

Business Ethics: IDRA has prepared draft manuals for a Busness Ethics Training course
scheduled to start in February. The manua has been shaped to reflect the practical issuesof the
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Albanian business environment. IDRA used materidsto prepare this manud drawing
ggnificantly from “Business Ethics’, amanua for managing a responsible business enterprisein
emerging market economies, published by the US Department of Commerce, Internationa Trade
Adminigration. Thetraining has two man components:

Training of Trainersinvolving BSP, business associations, chambers of commerce, and
individud consultants. The objective of thetraining isto prepare apool of Busness
Ethics trainers who can offer training throughout the country. and

Training for firms working with the EDEM project. IDRA will provide training for
cluster members (three trainings) on business ethicsissues. These sessions will be
presented in conjunction with individuals who participated in the ToT training.

Government Anti-Corruption Matrix: IDRA has prepared a draft monitoring report to be
presented to USAID for discussion in January. Although the EDEM work plan indicated the
meatrix monitoring would occur bi-monthly, since the Government Conference on Anti-
Corruption Strategy was being held on December 9-10 it did not make senseto have a
monitoring report before the conference where the government was supposed to report on the
implementation of the Anti- Corruption Matrix. IDRA participated in the Government
Conference as wdll as prepared alist of meetings with most relevant government agenciesin
charge of the implementation of the Matrix. Such indtitutionsincluded Anti- Corruption Unit at
the Prime Minigter office, Ministry of Economy, as well as business representatives. The
Monitoring report is focused on the anti- corruption measures thet relate to the business
environment. Based on the issues that were identified, IDRA is preparing a Policy Brief on the
“Role of Busnessesin Anti-Corruption Strategy” to be delivered to USAID.

2. Trangparency Activities

Tax Guide on the Government’s 2005 Fiscal package: During this period IDRA has been
closdly following the process of gpprova and passing of the New Fisca Package for 2005.
IDRA participated in severd forums organized in this regard by different inditutions (Minigtry

of Finance, American Chamber of Commerce, etc). IDRA published a draft version of the fisca
package in www.albic.net to increase the opportunity for the business community and others to
review the government proposas. Thefisca package was passed by the Parliament in the end of
December. Assoon asit passed IDRA received a copy and started to work on the tax guide
updated with the new fiscal package®. When released in early 2005, the Guide will be
ingrumenta in helping the business community understand and apply the Government’ s fiscd
regulations during the coming year.

Public Procurement Guide: To support efforts by Albanian businesses to more effectively bid
on government tenders, work has begun on collection of the legd framework of the Public

! It isimportant to note that the package is not * Official’ until after being published in the “ Official Gazette” As of
January 14" the package had not been published in this Gazette. There have been cases when what is published in
the Gazette has had differences with the version approved by the Parliament. In the meetings IDRA had with Tax
Department they were urged to wait until the changes are official to avoid possible mistakes.
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Procurement such aslaws, decisons and regulations. The guide will be prepared keegping in
mind that it should be practica and understandable by the businesses.

Export Guide: Work on preparation of the Export Guide has begun with the collection of the
legal framework on export procedures, as well as establishing contacts with indtitutions and
callection of ussful materidsinthisarea. IDRA has made contact with the General Department
of Standardization and has begun to andyze materids such as the “ Albanian Catalogue of
Standards’, “Quality Systems’ as well as the brochure on the * Standardization as a Guarantee
for the Qudity and the Safety of Products.

E. COMMUNICATION

Sgnificant to increasing Albania s competitiveness is making the public aware of progressin the
form of successes and opportunities, as well as obstacles encountered. Supporting this objective,
extensive media coverage was provided to EDEM related events during the Quarter. In addition,
support was provided to individud firms interested in strengthening their public relations
cgpability and promotiond abilities.

The results of market research conducted in Kosovo/M acedonian markets export
possibilities were shared with the EDEM Mesat Processing Cluster member companies
and other interested organizations at a presentation delivered by EDEM. Mediafrom
seven different outlets participated in the sesson, providing extensive coverage and
helping to make the public and business community aware of possibilities of sdling
products outside the borders of Albania. Media outlets participating included: - 3TV
Sations, Albanian Tdegraphic Agency, “Monitori” magazine, “Biznes” newspaper, and
“Ekonomia’ newspaper.

Assstance was provided to two mesat cluster membersin building a stronger business
image, and designing and printing promotiona materials for the companies’ participation
intrade fairs (business card, letter head, legflet, poster, banner, e-mail address). In
addition assstance was offered in arranging individua media coverage of the firms at the
events. Thisform of assstance will be continued with al companiesinterested in
producing promotiona materials, medialadvertisement planning, communication tools,
etc.

The results of “Quadlity Certified and Vaue Added Herba Products’ market research
study and Market Research on Organic Spices and Herbs for export possibilities were
shared with the EDEM Herb and Spices Cluster member companies and other interested
organizations at a presentation ddivered by EDEM. Mediafrom seven different outlets
participated in the session, providing extensive coverage and hel ping to make the public
and business community aware of possbilities of sdling products outside the borders of
Albania. Mediaoutlets participating included: - 2 TV Stations, Albanian Telegraphic
Agency, “Monitori” magazine, “ Spekter” magazine, “Biznes” newspaper, and
“Ekonomia’ newspaper.
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Thefirgt issue of EDEM Newdetter reporting on the activities that EDEM isinvolved
with was produced and published in December. Five hundred copies were delivered
eectronicdly and viahard copy to the Albanian business community, members of
EDEM supported industries, donor projectsin the field of development, BSP's, and the
public.

A communication training (combined with training in banking) was conducted in Vlora
and Korga. Thistraining isaimed at providing necessary information related to
communication, its important role in developing a successful business, best waysto
communicate, necessary promotiona materids, and how to most effectively use IT
mechanisms. Seventeen businesses participated in Vioraand 45 in Korga. In addition
two regiond media outlets participated in Vloraand sx in Korga. As part of the
workshop, TV Interviews were arranged with businesses to not only to give participants
experience in working with TV but also as an opportunity to advertise their companies
and products. The communication training will be continued in two other regions a the
beginning of 2005.

A “Gresetings from Albanid’ post card campaign was implemented in support of
Albanid s tourism efforts. A competition was launched on World Tourism Day in
September for the youth of Albaniato create postcards depicting tourism posshbilitiesin
their home communities The purpose for thisinitiative was to get young people
(elementary and high school students) involved in presenting Albania to theworld. A
flyer was broadly distributed to schools, followed by announcementsin “Trendy”
magazine, and two weekly announcements on the Nationa TV program “Tro¢” (“Open”).
The competition was announced throughout Albaniain close collaboration with Peace
Corps, UNICEF, and Tirana Department of Education for eementary and high schools.
Over 300 young people were involved in the competition, submitting over 350 postcards
from 10 communities across the country. A jury of Tourism Cluster members reviewed
the entries and awarded three firg prizes and four consolation prizes. The prizes were
publicly awarded at a ceremony, held in conjunction with the Tirana Department of
Education' s annual holiday program. Broad coverage was given to the event through the
attendance of more than 300 students and teachers from Tirana schools, the Minister of
Education and Science, and the Department of Education. Mediafrom six different
outlets covered the event, providing extensive coverage and helping to build enthusasm
among the nation’ s youth for future campaigns. Media outlets participating included: - 2
TV Sations, Albanian Teegraphic Agency, “Trendi” magazine, “Biznes” newspaper,
and “Ekonomid’ newspaper. All the postcards and some accompanying messages will be
presented on www. Shaiperia.comwebsite, asadigital postcard dbum of Albania. The
postcards will be used in promoting Albania tourism through displays at internationd
trade fairs and vehicles gppropriate for promoting Albania as a tourism destination.

Three articles were published in the widest circulated economic magezine in Albania,
“Monitori”. Interviewswith EDEM gaff published included: on genera competitiveness
issues, meet industry; and herb and spice industry.
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F. ADMINISTRATIVE

The mgor adminidrative issue addressed during the Quarter was completion and submission of
the Year 2 draft Work plan to USAID. The work plan was reviewed by the Mission and
comments provide to EDEM at the end of the Quarter. EDEM will respond to the comments and
questions raised by USAID in the following Quarter.

Short Term Technical Assistance
During the Quarter five STTAstraveled to Albaniain support of the EDEM project: In addition,

the project received continuing support from the Tourism STTA, Scott Wayne, from his home
baseinthe US.

Consultant Assignment Assignment Summary
Period
James 10/4-30 Enhance the domestic and international competitiveness
Parchman of Albania s leather goods industry by cregting a

framework and process for initiating productive changes
that support development of the industry

Maureen 10/16- 23 Support to the USFS, USAID and EDEM Project in

DeCoursey assessing the training needs and developing training an
environment impact mitigation plan related to the herbs
and spices indudiry.

Peter Furth 11/15-24. Presentation of internationa market research on

organicaly certified, qudity certified, and vdue added
herbal products and individud TA to four herbs and
Spices processing companies in developing marketing
action plans.

Augudt Zink 11/29-12/12 Assess the current Stuation of Albanian tanneries and
their potential for contributing to the growth of the
leather goods shoe productionindudtry in light of the
current and future regulatory framework of the
government as well as business perception

Dan Edwards | 11/29-12/18 Train EDEM and ACIT gaff in techniques for efficient
firm-level consultationy deliver atraining of trainers
management leadership program for staff, sdlected
cluster leaders, and BSP representatives. Select and
train a core group of Sx to eight potentia trainers who
will subsequently provide leadership training for
business, conduct aworkshop for EDEM gaff and
implementing partners focused on developing a common
understanding of team needs, roles and orientation to
EDEM’s updated strategy




